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The top-down fiscal decentralization reform which is conducting in China now, is 
one of important reforms. In this process, the government at all levels faced the 
challenge that soft budget constraints exist. Government's soft budget constraint means 
that the government can arbitrarily break budget limits for fiscal revenue and 
expenditure.  
Studying the government’s softened the budget constraints of the motives, and 
regulating their financial behavior has a very important practical significance. Not only 
dose it reduces the efficiency of government, but also stimulate the public replace of 
private capital. Undermined the role of market in allocation of resources, an enormous 
social cost will be made out. Under the financial crisis, studying the government’s 
softened the budget constraints of the motives, and regulating their financial behavior 
has a very important practical significance. 
The concept of the "Soft budget constraint" comes from the study of enterprises’ 
behavior. This paper definite the concept of "soft budget constraint" of government.  
Using of Organizational Behavioral Science and Game Theory, the paper analysis 
of micro-motives of government officials, as well as the macro-government relations. 
To explain the reasons for softening of the government budget constraint, this paper 
exposes from these four aspects, including the financial system, control system, 
political system, and market system. As the new point of view, central and local 
governments are mutually budget constraint organization and supporting organization 
for each other. 
Finally, the importance for the governments’ normative fiscal behavior is given. 
According to the analysis, our policy need to be designed as centralized financing and 
decentralized spending. 
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